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The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. STEVENS. Mr. President, will
the Senator yleld to me for the pur-

The assistant legisiative. clerk pro-
ed to call the roll. " . e

" Mr. STEVENS. Mr. President, 1 ask
unanimous consent that the order for

pose of making an inquiry? The Sena- Jthe quorum call be rescinded.
tor from New Mexico has the time. ¥ The PRESIDING OFFICER. With-
will he yleld me some time? out objection, it is so ordered.

Mr. D?rommgka %ll iﬁ:: time the
Senator from esires. .

Mr. STEVENS. Mr. President, it is %%mgmggm
my understanding we are unable to get ON GO AL AFFAIRS

an amendment called up now because .
of the briefing that is going on to the
general membership of the Senate. I
think we have to recognize that. It is
related to the world situation. Itisa
very important meeting and Members
do not want to leave. Under the cir-
cumstances, it would be my intention
to ask the Senate, with the agreement’
of my good friend from West Virginia,
to set this bill aside

Mr. STEVENS. Mr. President, I ask
unanimous consent that the Rules
Committee be discharged from further
consideration of Senate Resolution
431, and that the Senate proceed im-
mediately to its consideration.

The PRESIDING OFFICER. The
resolution will be stated by title.

The assistant legislative clerk read

as follows:
* Resolution (8. Res. 431) increasing the
limitation on expenditures by the Commit-
tee on Governmental Affairs for the train-
ing of professional staff. )

The PRESIDING OFFICER. With-
out objection the committee is dis-
charged, and without objection the
Senate will proceed to consider the
resolution.

The question is on agreeing to the
resolution.

The resolution (8, Res. 431) was
agreed to, as follows:

Resolved, ‘That section 13(bX2) of Senate
Resolution 333, Ninety-seventh Congress,

80 we can handle
routine matters and announce there
will be no more votes this evening.

Mr. HOLLINGS. Mr. President,
before we set it aside, could we have
the understanding on the record that
the amendment of the Senator from
Ohio (Mr. MeTzENBAUM) Will be called
right after convening and the two
leaders have their time in the morn-
ing? I think that is the understanding,
but it ought to be on the record 8o not
only the Senator will understand but
the membership will know that the
Metzenbaum amendment will be up. at
9 o’clock in the morning.

STEVEN

Mr. 8. It is certainly agree- tgreedtpumh‘u.luz.hmndedby
able, and, subject to the agreement of striking out “$1,600” and inserting in leu
the Senator from West Virginia, it is thereof “$8,500”.

Mr. STEVENS. Mr. President, 1
ove to reconsider the vote by which
e resolution was to.

. ROBERT C. BYRD. I move to
y that motion on the table.

The motion to lay on the table was

- our intention to limit leader time.to-
morrow morning to just 1 minute an
to ask that morning business and
special orders take place after the
trolled time which ends at 4 p.m.,
morrow afternoon. .

I think there has been no
ment of what. May I ask my friend
from West Virginia if that is correct?

Mr. ROBERT C. BYRD. That is co}-

rect. . .

Mr. STEVENS. He is in agreemen
There is general agreement and tha
will be the policy.

Mr. President, there will be no f
ther votes this evening. Pending t!
arrival of the material s0 we can
handle the routine matters here
before we close, I suggest the absence

FINANCIAL m’g%?Rl‘l‘Y ACT OF

unanimous consent that the Chair lay
before the Senate calendar No. 438,
Senate bill 864.

The PRESIDING OFFICER. The
bill will be stated by title. -

The assistant legislative clerk ‘read
as follows:

of a- quorum. - A bill (8. 864) to amend the Accounting -

- Mr. DOMENICI. Mr. President, will and Auditing Act of 1950 to require ongoing

the Senator withhold? . evaluations and reports on the adequacy of .
Mr. STEVENS. I withhold.. the systems of internal accounting and ad-

ministrative control of each executive
agency. ’

The PRESIDING OFFICER. Is
there objection to the immediate con-
sideration of the bili?

There béing no objection, the Senate
proceeded to consider the bill which
had been reported from the Commit-
- tee on Governmental Affairs with an

Mr. DOMENICIL We have no objec-
tion to the understanding that the
Metzenbaum amendment will be the
first one up‘in the morning. However,
1 do not want to imply by that that we
are waiving any objections we MRy
have to the amendment relative to
germaneness and the like.,

Mr. HOLLINGS. Right.

Mr. DOMENICI. With that under-
standing, I have no objection.

Mr. STEVEN

. S. Mr. President, I sug- ing: -
gest the absence of & guorum. : SHORT TITLE .
The PRESIDING OFFICER. The Secrron 1. This Act may be cited as the
clerk will cadl theroll. - - . «Pinancial Integrity Actof 1881”.

Mr. STEVENS. Mr. President, 1 ask

amendment to strike out all after the.
ena.ctmz clause, and insert the follow-

Approvgd For Release 2008/10/29 : CIA-RDP85-00003R000200010005-0
CONGRESSIONAL RECORD — SENATE

August 4, 1982
FINDINGS AND POLICY '

Szc, 3. (a) The Congress hereby finds
that—

(1) fraud, waste, and mismanagement
have caused a serious crisis of confidence in
F;edeml Government programs and agen-
cies;

(2) fraud and errors in Federal programs

) aremoreukelytooecurtromtuckofeﬂec-

tive systems of internal accounting and ad-
ministrative control in the Federal agencies;

(3) effective.systems of internal account-
ing and administrative contrel provide the
basic foundation upon which & structure of
public accountability must be.built;

(4) effective systems of account-
ing and administrative are necessary
to provide assurance that Federal assets and

eguarded

to produce reliable financial infofmation for
the agency;

(5) systems of internal accounting and ad-

ve are necessarily dynamic

and must be continuously evaluated and

(6) reports regarding the sdequacy of the

systems of internal accounting and adminis-

trative control of each Federal agency are

necessary to enable the exscutive branch,

"the Congress, and the public %o evaluate the

agency’s performance of its public responsi-
bilities and accountability. .
(b) It is hereby declared $o be the policy
of the United States that—
(l)ewhrederﬂmmhtmdnwnel-
fective systems of internal mccounting and
administrative control as an integral part of

agency
basis and when

be promptly ] ;

corrected;
(3) all levels of ’ t of the Feder-
al agencies must ve lves in as-
sessing and strengthening systems of in-

accounting and adininistrative con-
trol to minimize fraud, erfors, abuse, and
waste of Government funds,

DEVINITIONS

Sec. 3. As used in this Act: ‘

(a) The term “President” means the Presi-
dent.of the United States.

(b) The term “Comptrolier General”
means the Comptroller General of the
United States. i

(c) The term “Director” ineans the Direc-
ter of the Office of Management and
Budget.

Src. ¢. Section 113 of the Accounting and
Auditing Ast of 1950, as amended (31 U.s.C.
86a), is amended by adding at the end there-
of the followingnew subseation:

«“(dX1) To ensure that the requirements
of subsection (aX3) of this section are fully
complied with, the head of each executive
agency shall, on the basis of an evaluation
conducted in sccordance’ with guidelines
prescribed under h (8) of this sub-
section, prepare a report bing whether
m agency’s systems of internal accounting

provide reasonable assurance of meeting the
objectives of such systems as specified in
subsection (dX6) of this section. Such report
shall be issued by each agency no later than
December 31, 1982, and by December 31 fol-
t:winz the end of each fiscal year thereaf-

T. .

“(2) The reports shall be sicned“t:z the
head of each executive agency ' ad-

public. :
«(3) The reports shall indicate whether—
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“(A) the agency’s systems of internal ac- -

counting and administrative control fully
comply with the requ!remenu of mmctlon
(dX6) of this section; o

“(B) such systems do not fully comply
with such requirements.

“(4) In the event that the head of an ghall
prepares a report described in para- -

agency

graph (3XB), the head of such agency shall
include with such report an identification
and description of any material weaknesses
in the agency’s systems of internal accournt-
ing and administrative control and the plans
and schedule for correcting any such weak-

nesses.

“(5) by June 30, 19832, the Director of the
Office of Management and Budget, in con-
sultation with the Comptroller General,
shall establish guidelines for the evaluation
byazenciuotthelrsystmofmtemﬂ»

- counting and administrative control to de-
termine such systems’ compliance with the
requirements of subsection (dX6) of this sec-
tion. The Director, in consultation with the
Comptroller General, may modify the
format for the reports required by subsec-
tion (dX1) or the framework and guidelines
for conducting the agency evaluations from
time to time gs deemed necessary.

“(6) Internal aceounting and administra-
tive controls shall be established in accord-
ance with standards preacribed by the
Comptroller General, and shall provide res-
sonable assurgnces that—

“({) all obligations and costs are in compli-
ance with applicable law;

“¢ii) all funds, property. and other assets
are safeguarded against  waste lms. unau-
thorized use, or mhtpproprltﬂun;

“(iil) all révenues and expenditures appli-
cable to agency operations are properly re-
corded and accounted for to permit the
preparation of accounts and reliable finan-
cial and statistical reports and to maintain
accountablility over the assets.”.

STEVENS. Mr. President. 1
move that the Senate disagree with
the committee amendment. - -

The PRESIDING OFFICER. The
question is on agreeing to the motion.

‘The motion was agreed 0.

UP AMENDMENT NO. 1179
(Purpose: Amendment in the nature of a
substitute to the Federal Managers’ Fl-

nancial Integrity Act of 1982)

Mr. STEVENS. Mr. President, I send
an amendment to the desk on behalf
of the chairman of the committee, the
distingusihed Senator -from Delaware
(Mr. RoTH), and ask for its immediate
consideration. .

, The PRESIDING OFFICER. The
amendment will be stated.

The assistant leg!slative clerk read]

as follows:
on behalf of Mr,

g:ighof the amendment be
th. -
The PRESIDING OFFICER. Wi
out objection, it is so ordered.
The amendment is as follows:
Strike all after the enacting clause and
insert in lieu thereof the following:
Szcrion 1. This Act may be cited as the
“Federal Managers' Financial Integrity Act
of 1982,
. Spc. 2. Section 118 of the Accdunting and
: Audltm Act of 1950 (31 UB.C. 68a) h
amended by adding st the end theveof the
following new subsection:

CONGRESSIONAL RECORD - SENATE

“(@X1XA) To ehsure compliance with the
requirements of M(axsnnhhne-
tlon. internal agcounting and administrative
controls of esch execuitive agency shall be
established in ' saocordance standards

premibedbymcmmoenerd.md
mmﬂemm
“1) oblfnﬁom “nd oosts ‘&re in eompn

with applicable lnw;
“(i1) funds, property, and other assets are
eguarded .against waste, loss, unauthor-

or misappropriation; and
“(iil) revenuelmdaxpmdmmll.ppuw
ble to agency operations are properly re-
corded and accounted for to permit the
preparation of acosunts and reliable finan-
cial and statistical reports and to maintain
accountability over the assets.
standards prescribed by the
Comptroller Genéral under this paragraph
shall include standards to ensure the
resolution of all audit findings.
“(2) By De¢ember 31, 1982, the Director of
theomeeofumementmdnud:et.m

termine such systems’ compliance

requirements of pmh (1) of this sub-
section, The Director, in consultation with
the Comptroller. General, may modify such
nﬂdeﬁnumﬁmotoﬂmeudeemodmo-

essary.

“(3)ByDeeember81. lm.lndbyneeun
ber 31 of each suceeeding year, the head of
mhexwunnummn.mmema
mevﬂutﬂoneondumdlnmrdm

guidelines prescribed under paragraph (2) of )

this subsection, prepare a statement—

“(A) that the agency’s systenis of internal
-accounting and administrative control fully
(ml)' ly with the requirements of paragraph

; O

“(B) that such aystems do not fully

comply with such requirements.
“(4) In the event that the head of an
described

such information aha.ll be delet.ed prior
the report or statement being made a
ble to the public.”.

Skc. 3. Section 201 of the Budget and A
counting Act, 1921 (31 U.8.C. 11), {s amen
ed by adding at the end thereof the follow
ing new subsection:

. each
Budget submitted on or sfter January 1,

1983, a separate statement, with respect to
each department and establishment, of the

appropriations requested by the
Preddentfortheomeaoumecwraener»
muwﬂumma&ﬂﬂmtorde-

partmen
: 4427 At the reguest of:8-Committes of the
mmu«mm
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themountotmmorlumnyre-

o,
related requirements peescribed by the
wmwmmu

Mr. ROTH. Mr. t, I am
pleased that the Senats today is con-
ddeﬂn¢£, 864, the rial Manag-
ers’ Integrity Act of We have
been working with our House counter-
parts to develop an. table compro-
mise version of this bill and I believe

the amendment we have developed

internal controls systepps. I commend
Senator Eacizrom, tha

ranking member of the ental
sgfdrsComml for initiative in

ltymdtheine!!ectin
dures which exist n many l'edenl
agencies. A little more; in design-
ing agency mechanisms
can yield a great (Ied more savings
down the road.
vlewimprovemenﬁlntheemelen-
cyotGovemmentua.vltﬂeomﬂary
to spending: restraint. Simply stated,
the Government wust do' more with
what it has, and.the elimination of
fraud, abuse, and waste will make that
possible. The provisions contained in
S. 864 are designed: to: make Govern-

ment managers

ficient and effective pro-
grams under their comntrol. I believe
the public has becomeé cynical about
the effectiveness of the Federal Gov-
ernment, in-great measure, because no
one seems to be responsible for any-
thing in Government! teday. When
things go wrong in Government, no
one seems'to know why. When they go
right, we . know enactl: whom to

thmgz
Financial Intelﬂty Act is de-
signed to insure that whether things
to right or , somegne is clearly
responsible fo msurlnc that action
will be taken to correet problems and
insure continued improvements,

I think the problems of fnadequate

intermleontnhhvea F‘mud
and inefficiencies {n
zramsremainundmduetoweak.
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inadequate, or nonexistent internal
control mechanisms. Many cases of
fraud that do occur might have been
prevented had effective internal con-
trol mechanisms been in place. Last
May, our committee held hearings on
& General Accounting Office report
which revealed over 77,000 cases of
fraud and other illegal activities in 21
Federal agencies over a 2W%-year
period. The results of that report doc-
ument what has been suspected for
years: Crime pays in Government. One
of the major reasons such fraud occurs
is the fact, as Elmer Staats, the former
Comptroller General, pointed out,
that top level management has devot-
ed too much time to getting the dol-
lars out and too little to making sure
we know how well those dollars are
spent. E

Strong internal controls should be
an integral part of a well-managed
program, not an afterthought. Private
sector companies are increasingly in-
cluding “management reports” de-
scribing the condition of their ac-
counting and internal control systems
in their annual reports to sharehold-
ers. Such reports typically affirm man-
agement’s responsibility for the com-
pany’s financial statement and com-
ment on the adequacy of the compa-
ny’s internal accounting controls. A
recent survey by the aocounting firm
of Ernst & Winney of the top Fortune
1,000 companies revealed that manage-
ment acknowledged its responsibility
for the company’s financial state-
ments in 100 percent of the reports
and in 41 percent of the reports there
was some assurance given that the
eompany’s system of internal controls
was adequate. The Federal Govern-
ment itself has required private sector
corporations to establish effective in-
ternal control systems. For example,
the Forelgn Corrupt Practices Act re-
quires the chief executive officers of
corporations to verify that their corpo-
rations maintain effective internal
control systems. In short, the private
sector is moving to improve its ac-
counting and financial control systems
and the Government itself has re-
quired private sector companies to
clean up their act. We can ask no less
of the Government.

I believe the Financial Managers’ In-
tegrity Act can help improve the man-
agement of Government programs and
prevent the unnecessary loss of* tax-
payer dollars. I urge my colleagues to
support its enactment. -

Mr. SASSER. Mr. President, the Fi-
nancial Integrity Act, S. 864, will, if
enacted, improve the way in which the
Government watches-its money. The
key is strengthened accounting proce-
dures: The first line of defense against
fraud, waste, and abuse in government

programs,

Passage of S, 864 will give “teeth” to
the Accounting and Auditing Act of
1950, the law that has required Feder-
al agencies to follow accepted account-
ing and administrative practices for
more than 30 years.
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Unfortunately, the Federal agencies
Just have not taken this law seriously.
Only 64 percent of all Federal agency
accounting systems have been ap-
proved by the Comptroller General as
the Accounting and Auditing Act re-
quires. Both the Department of De-
fense and the Department of Health
and Human Services operate with ac-
counting systems that have not been
approved by the Comptroller General.
Yet the budgets of these two depart-
ments represent a lg;ge proportion of
the total Federal budget.

How will the Financial Integrity Act
help the situation? Well, for one thing
passage of S. 864 means that the head
of each Federal agency will be held ac-
countable for his agency’s internal
control system. The individual head-
ing up the agency will have to report
to the Corigress and the public on the
efficlency and financial integrity of
the agency’s programs. In other words,
we can fix the blame, if necessary. Or,
on the other hand, give a well-de-
served pat on the back.

Further, the Financial Integrity Act
clarifies the separate but complimen-
tary roles of the Office of Manage-
ment and Budget, the General Ac-
counting Office, and the Federal agen-
cies in establishing and maintaining
effective internal accounting and ad-
ministrative controls.

I am proud to cosponsor this legisla-
tion. It continues & battle against mis-
management in the Federal Govern-
ment that I have waged ever since I
became a U.S. Senator.

Establishing stringent and effective
internal accounting controls in the
Federil - agencies goes hand-in-hand
with work I have already done in the
Senate to reduce fraud, waste, and
abuse in the Federal Government.

‘Two bills with this objfective that I

shaped in the last Congress are now
pending action on the floor in the 97th
Congress. One, S; 1249, would increase
the efficiency of governmentwide ef-

- forts to collect delinquent debts owed

to the United States. Studies show
that some $34 billion such bad debts
now remain uncollectéd by the Feder-
al Government. Another bill, S. 807,
has a title that sets forth procedures
to improve the use of audit resources
in monitoring the Federal grant
system.

In 1979, I established the General
Accounting Office “hotline” to which
over 32,000 cases of mismanagement
within the Federal agencies have been
reported since 1979.

The provisions of S. 864 complement
these efforts of mine.

Why are internal control systems in
such a state of disrepair? Well, it is be-
cause top management in the Federal
agencies gives the greatest priority to
the delivery of funds and services.
Saf public assests has been
at the bottom of the list of priorities.
. The Financial Integrity Act, 8. 864,
if enacted, will lead to greater priority
and more effective controls over the

August 4, 1982

tasks and functions that lead to the
delivery of the funds and services.

Along the way, the Senators spon-
soring this bill hope that money can
be saved in the Federal budget. For ex-
ample, a recent GAO report identifies
$14.3 billion in unresolved audit find-
ings representing potential recoveries,
rebates, revenues, or savings for the
Federal Government, )

Mr. President I urge passage of this
important bill. ;

Mr. EAGLETON. Mr. President,
Senate passage of legislation like S.
864, followed by its enactment into
law, has been a goal of mine for the
past few years. This legislation seeks
to strengthen the internal accounting
and administrative controls main-
tained by Federal agencies, which
former Comptroller General Elmer
Staats once called the first line of de-
fense against fraud, waste and pro-
gram abuse. In recent years, there has
been no shortage of speeches on the
issue of fraud and waste in Govern-
ment, but the significant steps which
realistically promise to improve the
situation occur with far less frequen-
cy. This legislation should operate as a
significant deterrent to fraud and
waste in Government by improving
the Federal agencies manage their
programs and resources. It is impossi-
ble to predict savings with any preci-
sion, and no one benefits from claims
that cannot be documented, but I am
convinced that substantial savings will
result in future years as the process
required by S. 864 makes a major
change in the way Federal agencies
conduct business. .

Beginning with the GSA scandal,
which surfaced in 1978, the public has
been continually bombarded by re-
ports of staggering levels of fraud,
waste and abuse in Federal programs.
In one memorable revelation, the In-
spector General at Health, Education,
and Welfare estimated that between
$6.3 billion and $7.4 billion was mis-
spent annually at his department as a
result of fraud, abuse and waste—at a
minimum. An official of the General
Accounting Office knowledgeable in
this area estimated that same year
that fraud in Federal programs could
range anywhere from $12 to $25 bil-
lion annually.

This level of fraud, program abuse,
and just plain waste in Federal pro-
grams is unacceptable. We cannot
permit the squandering of billions of
dollars at this time of skyrocketing
deficits and budgetary austerity. This
misuse of Federal funds robs resources
which might otherwise be available to
meet legitimate, ever pressing, human
needs. It promotes understandable
public cynicism about all Federal pro-
ig:l'a.ms. eroding support for these activ-

es.

There is no miracle, overnight cure
to these problems. A government as -
large as ours will never be perfectly
administered, and there is a morally
bankrupt, but widely held, notion that
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aling from the Government is som
;t:w “Jess bad” than stealif} from a:
individual.

But at the same tlme. bimom of dol-
lars lost to fraud, waste, and program
abuse does not just happen. Those bil-

. lions are lost because of distinct, iden-
titiable failings In performance by the
Federal Government, and I believe

that we have an obligation to under- in

stand and identify those failings and
to devise workable solutions that can
improve the situation.

We followed this pattern in 1978

when we enacted the Inspector Gener-
al legislation. The Governmental Af-

fairs Committee and its House coun-’

terpart had discovered that the audit
and investigative units of the Federal
agencies were woefully understaffed
and lacked the necessary visibility and
independence in the agencles. The IG
legislation responded directly to those
problems by centralizing audit and in-
vestigative authority in one high-level
political appointee with the clout and
independence needed to
audits and investigative operations
and to enhance the economy and effl-
ciency of the agencies. Mogt observers
regard the Inspector General legisla-

tion as the most significant step taken . P .
by the Federal Government to combat

fraud, waste, and program abuse, .
The effort to strengthen internal
controls reflected in S. 864 18 a logical
followup to the Inspector General leg-
islation. 8ince 1976, GAO has issued a
series of reports showing that inad-
equate internal controls are the No. 1

‘problem facing Federal agencies. An-

August 1980, report mimmarized the
findings of GAO’s reviews of 11 agen-
cles’ fiscal offices and found ‘‘wide-
spread, similar and prevalent financial
control ' weaknesses” which .caused
GAO to believe that “similar problems
exist throughout the Government.”

Horror stories abound where fraud,
waste, and ent can be di-
rectly attributed to inadequate inter-
nal controls. For example:

At Labor’'s Employment Training
Administration, action had not been
taken to record auditor’s exceptions to

costs charged against grants. In May .

1978, the agency had from 1,524 audit
reports a total of $218 million in ques-
tioned costs that had never been re-
corded.

A financial clerk in the Department
of Transportation embezzled over
$856,000 in Federal mass transit funds.
The clerk simply substituted his name
on six vouchers instead of the names
of the mass transit agencies supposed-
1y receiving the money. His supervisor
did not properly preaudit vouchers,
but simply signed them over. The Gov-
ernment never discovered this fraud.
It came to light only because of an
alert bank teller whorquestioned the
size of the deposits being made in the
embezzler’s account.

Over $35 million has been paid out -

erroneously because of internal ocon-
weam%uumm'uppmm

- over the last 10 years,

conduet
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security income procnm. uceordlnz to
an August 1978, OAOroport.
Hearings -before" ’

Benator CHILES
subcommittee in 1980, indiclited that

e et it T enen
$1.2 ‘dilliort of hew offide furniture,
even though 373 million dollars worth
of new or alightly used furniture was

storage. Agencies had no mansge-
ment systems to determine what furni-
ture they had on hand before buying
new items.

Regrettably, ‘these cases where
wrongdoing or a problem was detected
represent only the tip of the iceberg.
GAO has reported a total of 77,000
cases of fraud and other illegal acts al-
leged against 21 major agencies in the
2% years ending March 31, 1979. Very
few of these cases fnvolved brilliant,
criminal minds executing ellborate
fool-proof schemes to defrsud the
Government, and the public. Most of
the fllegal acts were probably perpe-
trated with the same subtlety as the

clerk who passed himself off as a mass .

transit system. They occurred bécause
internal controls had broken down,
where commonsense, everyday proce-

" dures . were not followed, presenting

peaple with an open invitation to

It in no way excuses those who
acted fllegally to observe. that a well-
mananged agency - would not have
given ‘them the opportunity in the
first place.

8. 864. would amend the Acoountlnc ’

and Auditing Act of 1930. by requiring
onzolnz evaluations -of the adequacy

of systems for internal accounting and
administrative control of each execu-
tive agency. These evaluations, under
zuldennes to be established by the
Office of Management and Budget,
are to be conducted to determine
whether t.he agencies’ lntemal ac-
counting and administrative control
systems are in compliance with stand-
ards which will be prescribed by the
Comptroller General. An annual state-
ment signed by theuencyhendwm

line a schedule for :trenathenlnz any

weaknesses found lnthmoontmh.
The Accounting and Auditing Act of

1950 already contains the general re-

‘administra.
tive and accounting controls, Plainly,
however, that admonition has been

honoreda.lltoooftenlnthebreach.s. 8. 864

864 would, in Comptroller General

Bowsher’s word:. “put teeth” into the:

requirement that agencies maintain
internal controls by mandating an on-
going system of evaluation to insure
that internal controls are effective,
and by requiring the agency head to
sign on the line that the agency’s con-
trols are effective, or, if they are not,
to identify material weaknesses and
a schedule to

Mfmmmemhdemuen-

"lines which the

cles have omdma
usual” mdtocwﬂmmmentab-
titudes up and down thie line
Staats has said: <
The reason internal sontrols systems are
in s state of disrepair is that top manage-
ment has devoted most of its concern and
emphasis to delivering fuiids and services,

these funds and services have had a low pri-
ority. Because of top mandgement’s insuffi-
clent conoern for mwmu ‘controls, middle
management reflects this ume indifference.

It is necessary to comvince Federal
managers that the mty to de-
liver funds and services carries with it
the obligation to do so in a financially
sound way.

No one disputes the need for
strengthening internal accounting and
administrative contrala.in the Federal

-agencles. However, the Reagan admin-

istration has taken the poeltion that
the goal shoyld be pufsued adminis-

tratively, rather through legisla-
tion. Testifying for Mmunstra.tlon
last November, Harper, then
Deputy Director of lIB. pointed out

that OMB had recently issued Circu-
lar A-123 dealing ‘with' internal con-
trols, and expressed the fear that the
legislation could m confusion in
the agencies.

In rejecting OMB's posltion. our
oommmoe found seversil facto

Msocl:tlon
ot Government ts, the Insti-
tute of iInternal Au and the

the legislative route was preferable be-
cause of its | because
.1t adds the weight of concern
to the cause of } internal
controls. There s in my mind
thstexewtlvehnmh erence to
internal oontrols has: reflected, - to
some_extent, Congress indifference,
and our precccupation with delivering

well as OMB.

OMB does have a role to
laylnthlsuu.and timate con-
eern that the legislation not undercut

recognizes
OMB the lead in guide-
e will use to
evaluate their internal control sys-
tems. Moreover, while GAO, rather
than OMB, would prestribe the stand-
ards for internal controls, Comptroller
General Bowsher has noted that these
standards would not be inconsistent
with the .very general standards in-
cluded in OMB Circular A-123.

- In sum, 8. 864 reprepents a signifi-
cant step toward er financial
management in the Govern-
ment. Obviously;: -not

self-executing; its success will- mm;re
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8 sustained commitment on the part
of agency officials, OMB, GAO, and
the Congress in its oversight capacity.
However, the fact that Congress and
the Executive have joined GAO in re-
alizing the importance of the some-
what arcane and technical issue of in-
ternal controls bodes well for the
future. Our budgetary problems will
not disappear anytime soon; nor will
the public’s anger at revelations of
. waste and fraud in Federal programs.
We owe it to the taxpayers to make
sure that our efforts to prevent and
detect fraud and waste and to improve
the financial management of the Fed-
eral Government improve in sophisti-
cation and intensity. S. 864 can repre-
sent an important’ part of that im-
provement.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment.

The amendment (UP No. 1179) was
agreed to.

The PRESIDING OFFICER. The
bill is open fo further amendment. If
there be no further amendment to be
proposed, the question is on the en-
grucissment and third reading of the

The bill was ordered to be engrossed
for a third reading and was read the
third time.

Mr, STEVENS. Mr. President, I ask
unanimous consent that the Govern-
mental Affairs Committee be dis-
charged from further consideration of
H.R. 1526, the House companion bill,
:.ind I ask for its immediate considera-

on.

The PRESIDING OFFICER. With-
out objection, it is s0 ordered. .

The bill will be stated by title.

The mlsta.nt legislative clerk read
as follows:

A bill (H.R. 1526) to amend the Aecount.-
ing and Auditing Act of 1950 to require on-
going evaluations and reports on the ade-
quacy of the systems of internal accounting
and administrative control of each executrve
agency, and for other purposes.

The PRESIDING OFFICER. With-
out objection, the Senate will proceed
immediately to the consideration of
the bill.

Mr. STEVENS, Mr. President, I
move to strike all after the enacting
clause of H.R. 1526 and to substitute
the text of S. 864 as amended by the
Senate.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The PRESIDING OFFICER. The
question is on the engrossment of the
amendment and the third reading of
the bill.

The amendment was ordered to be
engrossed and the bill to be read a
third time. .

The bill was read the third time.

The PRESIDING OFFICER. The
bill having been read the third time,
the question is, Shall it pass?

ollw

CONGRESSIONAL RECORD — SENATE

HR. 1526

SectIOoN 1. This Act may be cited as the

;ﬁggtﬂ rs’ Financial Integrity Act
g

Skc. 2. Section 113 of the accounting and
Auditing Act of 1950 (31 U.8.C. 66a) is
amended by adding at the end thereof the
following new subsection:

“(dX1XA) To ensure compliance with the
requirements of subsection (aX3) of this sec-
tion, internal accounting and administrative
controls of each executive agency shall be
established in accordance with standards
prescribed by the Comptroller General, and
shall provide reasonable assurances that—

‘(1) obligations and costs are in compli-
ance with applicable law;

“(11) funds, property, and other assets are
safeguarded waste, loss, unauthor-
ized use, or misappropriation; and

“(iil) revenues and expenditures applica-
ble to agency operations are properly re-
corded and accounted for to permit the
preparation of accounts and reliable finan-
clal and statistical reports and to maintain
accountability over the assets.

““(B) The prescribed by the
Comptroller General under this paragraph
shall include standards to ensure the
prompt resolution of all audit findings.

“(2) By December 31, 19832, the Director of
the Office of Management and Budget, in
consultation with the Comptroller General,
shall establish guidelines for the evaluation
by agencies of their systems of internal ac-
counting and administrative control to de-
termine such systems’ compliance with the
requirements of paragraph (1) of this sub-
section. The Director, in consultation with
the Comptroller General, may modify such
guidelines from time to time as deemed nec-

essary.

“(3) By December 31, 1983, and by Decem-
ber 31 of each succeeding year, the head of
each executive agency shall, on the basis of
an evaluation conducted in accordance with
guidelines prescribed under paragraph (2) of
this subsection, prepare a statement—

“(A) that the agency’s systems of internal
accounting and administrative control fully
go;nply with the requirements of paragraph

or

‘“(B) that such systems do not fully
comply with such requirements.

‘“(4) In the event that the head of an
agency prepares a statement described in
paragraph (3XB), the head of such agency
shall include with such statement a report
in which any material weaknesses in the
agency’s systems of internal accounting and
administrative control are identified and the
plans and schedule for correcting any such
weakness are described.

*“(5) The statements and reports required
by this subsection shall be signed by the
head of each executive agency and transmit-
ted to the President and the Congress. Such
statements and reports shall also be made
available to the public, except that, in the
case of any such statement or report con-

information which is— .

“(A) specifically prohibited from disclo-
sure by any provision of law; or

‘“(B) specifically required by Executive
order to be kept secret in the interest of na-
tional defense or the conduct of foreign af-
fairs,
such information shall be deleted prior to
the report or statement being made availa-
ble to the public.”.

Skc. 3. Section 201 of the Budget and Ac-
counting Act, 1921 (31 U.8.C. 11), is amend-
ed by adding at the end thereof the follow-
ing new subsection:

“(kX1) The President shall include ln the
supporting detail accompanying each
Budget submitted on or after January 1,

August 4, 1982

1983, a separate statement, with respect to
each department and establishment, of the
amounts of appropriations requested by the
President for the Office of Inspector Gener-
al, if any, of each such establishment or de-
partment.

“(2) At the request of a committee of the
Congress, additional information concerning
the amount of appropriations originally re-
quested by any office of Inspector General,
shall be submitted to such commit

Skc. 4. Section 113(b) of the Accounting

‘and Auditing Act of 1950 (31 U.8.C. 86a(b)),

is amended by adding at the end thereof the
following new sentence: “Each annual state-
ment prepared pursuant to subsection (d) of
this section shall include a separate report
on whether the agency’s accounting system
conforms to the principles, standards, and
related requirements prescribed by the
Comptroller General under section 112 of
this Act.”.

Mr, STEVENS. Mr. President, I
move to reconsider the vote by which
the bill was passed.

Mr. ROBERT C. BYRD. I move to
lay that motion on the table.

The motion to lay on the table was

eed to.

Mr. STEVENS. Mr. President, I ask
unanimous consent that Calendar No.
438, S. 864, be indefinitely postponed.

The PRESIDING OFFICER. With-
out objection, it is 80 ordered.

TEST FLIGHT PHASE OF THE
SPACE SHUTTLE PROGRAM

Mr, STEVENS. Mr. President, I ask
unanimous consent that the Senate
proceed to the consideration of Calen-
da.; No. 724, House Joint Resolution
541.

The PRESIDING OFFICER. The
Jjoint resolution will be stated by title.

The assistant legislative clerk read
as follows:

" A joint resolution (H. J. Res. 541) concern-
ing the successful completion of the test
flight phase of the Space Shuttle Program.

The PRESIDING OFFICER. Is
there objection to the present consid-
eration of the joint resolution?

There being no objection, the Senate
proceeded to consider the joint resolu-
tion.

UP AMENDMENT NO, 1180 -
(Purpose: To congratulate the National

Aeronautics and Space Administration

and all persons involved in the success of

the test flight phase of the Space Shuttle
program)

Mr. STEVENS. Mr. President, I send
to the desk an amendment on behalf
of the Senators from California (Mr.
HAvARAWA and Mr. CRANSTON).

The PRESIDING OFFICER. The
amendment will be stated.

The assistant legislative clerk read
as follows:

The Senator from Alaska (Mr. STEVENS),
on behalf of the Senators from California
(Mr. CransTON and Mr. HAYAKAWA), pro-
xlagggs an unprinted amendment numbered

Mr. STEVENS. Mr. President, I ask
unanimous consent that reading of the
amendment be dispensed with.
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